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Oct. 18: In Brasilia Jorio Dauster, head of the government's foreign debt negotiations team, told
reporters that the New York-based bank committee was presented with a proposal outlining a
refinancing agreement based on payment capacity. In 1991, he said, the government will be capable
of making $738 million in interest payments. Another $154 million may be possible if multilateral
institutions provide $2 billion in credits as requested. For 1992, said Dauster, government officials
have estimated payment capacity at $828 million, in addition to $154 million for interest arrears.
In 1993, "additional" interest payments would be discontinued. A total of $1.65 billion in interest
payments would be distributed on a quarterly basis among bank creditors offering the largest debt
reduction options. Dauster said the government has proposed 45-year terms and a fixed 9% interest
rate for banks who opt to receive full face value on their loans. The government's proposal indicates
that no interest payments will be made in 1990. Of the interest arrears accumulating since July
1989, $7.4 billion would be "capitalized," or added to debt principal. The remainder, about $600
million, would be paid alongside regular interest payments after a debt refinancing agreement has
been concluded. Dauster said the government's payment capacity may increase to $3.7 billion per
year by 1998, depending on domestic economic performance, and factors influencing the nation's
trade balance beyond Brasilia's control. The Folha de Sao Paulo cited three unidentified bankers
involved in the negotiations who asserted that the government's proposal does not constitute a
reasonable starting point. Antonio Kandir, Economic Policy Secretary, asserted that linking debt
service payments with payment capacity is not negotiable. Oct. 25: The legislature's Economic
Affairs Committee approved a bill establishing limits on foreign debt size and parameters on debt
service payment. The bill must be approved by the Chamber of Deputies and the Senate. Highlights
of the bill's content follow: * Foreign debt ceiling of $117 billion. * When foreign reserves decline
to less than $8 billion, no interest payments will be made to foreign commercial bank creditors. *
The government will no longer pay expenses of bank auditors who travel to Brazil to collect debt
service payments. * Debt service payments to commercial banks will not be made in conditions
requiring inflationary money supply expansion. * Arbitration of disputes would be performed by
one representative each from the government and the creditor bank, and a third party selected by
mutual agreement. Private banks hold $72.137 billion of the government's foreign debt. At present,
Brazil's foreign reserves total about $8.5 billion. [Basic data from Folha de Sao Paulo (Brazil) EFE,
10/18/90; Notimex, 10/25/90]
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